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BACKGROUND

Approximately 40 years ago, the state went through a “Funds
Consolidation” process in which the number of funds was reduced to
ten (the General Fund, two Special Revenue Funds: the Uniform
School Fund and the Highway Construction and Maintenance Fund;
and seven Trust and Agency Funds).

Five years ago, the Office of the Legislative Fiscal Analyst (October
2001 and May 2002) presented funds consolidation reports to the
Executive Appropriations Committee.  The reports recommended
eliminating nine restricted funds and consolidating fourteen restricted
funds back to the unrestricted General Fund.  The Legislature acted on
the recommendation to eliminate funds by passing House Bill 61,
“Funds Consolidation” during the 2002 General Session which
eliminated all funds as recommended.  No action was taken on the
fourteen funds recommended for consolidation, but one (CUP
Mitigation Fund) has since been eliminated administratively by the
Division of Finance at the request of the Division of Water Resources.

MAJOR FUND TYPES

Utah Code lists twelve major fund types in UCA 51-5, “Funds
Consolidation Act.”  These are:

a) General Fund
b) Education Fund (a Special Revenue Fund)
c) Special Revenue Funds
d) Capital Project Funds
e) Debt Service Funds
f) Permanent Funds
g) Enterprise Funds
h) Internal Service Funds
i) Trust and Agency Funds
j) General Fixed Assets Account Group (no longer used)
k) General Long-Term Obligation Account Group (no longer used);

and
l) College and University Funds

Whenever legislation establishes a new fund, the legislation should
classify the new fund under one of the above major fund types.

Today the Education Fund, Uniform School Fund and the
Transportation Fund remain as Special Revenue Funds.  Special
Revenue Funds account for proceeds of specific revenue sources
(other than for sources designated to other fund types) that are legally
restricted to expenditures for specific purposes.
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“Restricted” Special Revenue Funds are created by legislation that:

1. Identifies specific revenue sources such as fees, taxes, donations,
federal funds, etc.

2. Defines the use of that money for a specific government function
3. Delegates spending authority over the fund’s assets to a board,

administrative department, or other officials

While the Legislature delegates spending authority over Restricted
Special Revenue Funds, the funds are subject to annual legislative
review by the appropriate legislative appropriations subcommittee.

INCREASING NUMBER OF RESTRICTED FUNDS

In the last 40 years, the number of funds has grown to the point where
there are now 128 restricted funds between the General Fund, the
Education Fund, and the Transportation Fund.  The growth in the
number of restricted funds has come because of legislation authorizing
specific agencies to establish special or “restricted” funds, with
specifically identified revenue sources, within one of the above-
mentioned major funds.  There are 109 restricted funds authorized
within the General Fund, representing FY 2006 closing fund balances
of nearly $171 million.

The trend for creating new funds has increased of late.  During the
2007 General Session the Legislature created twenty new funds or
sub-funds.
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Of these twenty new funds, one is a trust fund, thirteen are “Major”
Fund (General Fund, Education Fund, Transportation Fund) restricted
accounts, and six are “Non-Major” special revenue or enterprise funds.

The following chart shows that the Legislature began rapid expansion
in the number of Major Fund restricted accounts in 1990.  Over half of
restricted funds in place were created in 1997 or later.

At the same time, it should be recognized that the Legislature and the
Division of Finance have closed some accounts over the same period. 
However, the number of accounts closed hasn’t kept pace with
accounts created.

Concerning Special Revenue Funds or Restricted Special Revenue
Funds, today there are 57 such accounts, representing FY 2006 closing
fund balances of $102 million.  Since 1997 the Legislature has created
an average of two of these accounts per year.
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The Legislature and the Division of Finance have closed many non-
major restricted accounts since 1980.  Most of these were bond debt
service funds, expendable trust funds, special revenue funds,
administrative funds to receive contributions, donations, fines and
forfeitures, and clearing funds.

Years ago, the Legislature and the Division of Finance had a rule of
thumb that every ten new funds (plus other workload considerations)
would require an additional FTE in the division.  During the last ten
years, however, the division has been able to absorb the growth in
funds with no new FTE.  New FTE may become necessary if accounts
continue to expand.  Factors that influence the level of work created
by new accounts include:

• Whether they collect interest

• Whether they require monthly or annual reconciliation

• Whether they require oversight by the Division of Finance or other
agencies

• The number of agencies receiving appropriations from the account

• Complex statutory requirements (such as rainy day funds and
tobacco funds)

Given the significant increase in the number of restricted funds, and
the increased workload that each fund entails, the Legislative Fiscal
Analyst has considered the feasibility of consolidating some of the
restricted accounts into their major fund type.

More information on each restricted fund is provided in the appendix.

CONSIDERATIONS

In the 1967 report, the Legislative Fiscal Analyst warned the
following: “The reader of this report is cautioned not to assume that
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the reduction from 171 to 10 funds will create a large windfall of
money which would be available for legislative appropriations.  A
move to reclassify restricted or earmarked revenues as free revenues
will in a large measure be offset by appropriations that must be made
for the programs which the earmarked revenues previously financed.” 
In this report, the Analyst reaffirms this caution.  A process of
consolidating previously restricted funds does not generate any new
revenue, unless a program is reduced or eliminated.  However, it could
be argued that a reduction of restricted funds may provide the
Legislature with more flexibility.

Often when the Legislature creates new accounts, it also creates new
revenue sources or redirects existing restricted revenues for the
accounts, so as to not reduce the unrestricted General Fund.  For
example, House Bill 38, “Amendments to Local Option Sales and Use
Taxes” redirected the first fifteen percent of transient room tax
collections to the new Transient Room Tax Fund created by the same
bill.  Other times, the Legislature uses formerly unrestricted revenue
sources to fund a new restricted account.  The following table
demonstrates the actions of the 2007 Legislature in designating
formerly “free” revenues for restricted purposes.

Other bills, such as Senate Bill 233, “Tax Amendments” also had a
significant impact on free revenue but used such revenue on purposes
other than making them restricted.

Barring statutory changes, the cumulative effect of earmarking
unrestricted revenues over the years could arguably lead to an erosion
of flexibility or decision-making ability by future budgeters.  When
the Analyst reviewed each restricted fund to determine if any could or
should be consolidated into the unrestricted General Fund, it was
noted that state government is much more complex than it was 40
years ago and in some cases necessitates separate funds for adequate
accounting.  The Analyst’s findings show that for many of the funds,
maintaining the restricted status is necessary or even beneficial and
should be retained.  However, other funds could justifiably be merged



EXECUTIVE APPROPRIATIONS COMMITTEE 2007  INTERIM

6 OFFICE OF THE LEGISLATIVE FISCAL ANALYST

into the General Fund.  In addition, there are several funds with no
fund balances or small balances with little activity, whose apparent
usefulness has expired.  These statutorily-authorized funds could
easily be eliminated by amending the applicable sections of the Code.

In determining whether any funds should or should not be
consolidated, the Analyst determined both the advantages and
disadvantages of consolidating and the effect such a consolidation
would have on the Legislature, the Fiscal Analyst, the Division of
Finance and the affected agencies.

ADVANTAGES OF CONSOLIDATION FOR THE LEGISLATURE,

LEGISLATIVE FISCAL ANALYST, AND DIVISION OF FINANCE

Fewer funds to understand and handle.  By consolidating several
restricted funds into the General Fund, members of the Legislature and
the Legislative Fiscal Analyst will have fewer funds from which to
appropriate.  Numerous restricted funds can be difficult to understand
and remember exact purposes.  Likewise, the Division of Finance will
have fewer funds to manage and report.

Better able to control growth of government programs.  The
Legislature is successful in controlling growth in state government
funded from the General Fund.  However, agencies that have a
restricted fund revenue source sometimes find it easier to get
additional funding and additional FTEs in the appropriation process if
they have money in the account.

The following examples illustrate some growth that occurred during
the 2007 General Session:

• The Courts will add two child welfare mediators from the Dispute
Resolution Restricted Fund as revenue becomes available

• Various divisions within the Department of Natural Resources
have authorization to hire 7.5 FTEs from the Sovereign Land
Management Account, Boating Account, OHV Account, State
Park Fees Account, and Oil and Gas Conservation Account

• The Department of Commerce hired 3.5 FTEs from the Commerce
Service Fund

Decrease the inequity between “State Fund” agencies and “Non-

State Fund” agencies.  Similar to the previous point, other inequities
exist between agencies that are funded from the state funds and those
that have other funding sources.  For example, appropriation cuts
during 2002 only affected state funds.  On the other hand,
appropriation increases only add money to state funds—non-state
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funded agencies don’t benefit from general appropriation increases
unless they can raise additional money in their accounts.

ADVANTAGES OF CONSOLIDATION FOR STATE AGENCIES

Funding would be more stable and secure for programs.  Current
fluctuations which agencies experience with restricted funds revenues
would not be felt by the agency.  The General Fund as a whole would
be able to absorb the potential fluctuation, except during times of
general economic downturns, assuming funding of the program is
justified.

DISADVANTAGES OF CONSOLIDATION FOR THE LEGISLATURE,

LEGISLATIVE FISCAL ANALYST, AND DIVISION OF FINANCE

The General Fund would become the funding base for more

programs.  This has the potential of (1) allowing expenditure levels to
be more stable, while directed revenue streams may be more
unpredictable, and (2) making revenue estimates somewhat more
difficult due to the increased number of revenue streams and their
individual variability.

State agencies’ collection efforts may not receive the same level of

emphasis.  Agencies could become less diligent in various collections
since their revenue stream would be from the General Fund and be
part of the “base budget.”

Accrual of interest to specific funds would instead go to the

General Fund.  Restricted funds allow the isolation of assets.  Being
designated as a restricted fund facilitates accounting in those funds for
which policymakers want to legally accrue interest.

DISADVANTAGES OF CONSOLIDATION FOR STATE AGENCIES

Agencies would have less flexibility in increasing program

expenditures.  During periods when non-General Fund revenues
increase, authorization has been given fairly generously for program
expansions which utilize those non-General Funds.  If the same
agency’s funding was moved to the General Fund, it would be less
able to increase programs to reach the level of increased revenue.

In a similar vein, future appropriations would be subject to the
appropriations limit.  When new restricted funds are created, that
year’s spending cap is reduced by the amount of money appropriated
to the new fund.  The following year(s), however, spending from the
restricted account is immune from the spending cap.  If restricted
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funds were consolidated back to the General Fund, future
appropriations would be subject to the appropriations limit.

Agencies could encounter problems with groups for whom they

provide services.  Often an agency’s constituency will agree to a fee
for services, or to make donations, with the stipulation that the funds
be placed in a restricted account.  If the constituency were to see its
fees/donations deposited into the General Fund, it would not have the
confidence that those funds would be used exclusively for the agreed
upon services.
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RECOMMENDATIONS

The Analyst recommends that the Legislature:

1. Amend the statutory list of major fund types in UCA 51-5 (see
page 1) to match major fund types implemented in
Governmental Accounting Standards Board (GASB) Statement
34.  Specifically, this would entail:

a. Removing the Education Fund from the list (but not
deleting the Fund) since it is a Special Revenue Fund

b. Removing the General Fixed Assets Account Group
since it is no longer used

c. Removing the General Long-Term Obligation Account
Group since it is no longer used

d. Renaming “College and University Funds” to
something more general, such as “Discreet Component
Unit Funds”

2. Consolidate funds listed in the following table:

Of the nineteen accounts recommended for consolidation, ten
would go into the General Fund, one into the Education Fund,
two into the Transportation Fund, and six Restricted Special
Revenue Funds into appropriated programs.  Funds were
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selected based on lack of activity.

3. Consider a broader approach to fund consolidation.  The
Analyst is willing to contact agencies to ensure consolidation
wouldn’t have unexpected adverse consequences.  This could
be done in any of the major fund groups.  For example, the
Transportation Fund group has fifteen different sub-accounts
(see Appendix, page 13) that are treated differently and, since
they are Special Revenue Funds, don’t have the same clear
rules as General Fund sub-accounts.  The Department of
Transportation, the Division of Finance, and the Analyst’s
Office are willing to work together to recommend further
consolidation under legislative intent.

4. Put an implementation date of July 1, 2008 (FY 2009) on any
bill to consolidate or eliminate funds so that there is enough
lead time to implement the provisions of the bill and build the
FY 2009 budget under the proposed consolidation.

5. Use a stricter sifting process before creating new restricted
funds.  In the Funds Consolidation study done in 1967, the
report suggested:

To guard against possible passage of a bill which

contains provisions to establish a new fund, it is also

suggested that the rules of the Legislature require that

all such bills be referred to a committee.  The designated

committee would be assigned to study the bill in the light

of the statutes regarding legislative policy governing the

establishment of funds.

The Analyst recommends that this policy, or some variation of
it, be adopted to control the establishment of numerous new
funds in the future.
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APPENDIX – RESTRICTED FUNDS (SORTED BY YEAR CREATED)
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Please note that figures are not on a cash basis of accounting.  Other non-cash entries (accruals)
are also included.  Expenditures include transfers in and out.


